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SECTION 1 (SOVIST)

USSR, Deputy Foreden vinisters! Copfersnot. Soviet Atiitude Toward

Toreien Ministers! Conference. b lioscow reports its belief that,

despite continued Soviet insistence in Paris expiceratory talks on cer-
tain wording and order of agenda pointe, the 7SSR will make the ad-
justments necessary to obtain a meeting of the roreign ministers. Present
Soviet &alling tacties are in apticipation of a Hestern split and for
propaganda exploitation. In the Embassy's opirion the deputies® and
ministerial meetings are essential propagands instruments to the USSR in
its attempt to mobilize "populsr® opposition Lo enrrent Western governe-
mental policies which threaten the advancement of Soviet policy objectives,
The Fmbassy feels that it is not now the Soviet advantage nor is it their
sntention to meke concessions sufficiently acceptable to the West for the
latter to abandon ite current policies in Burope. As the basis for its
assumption the Embassy poinis oubt (1) the USSR reccgnizes that con=
siderable time must elapse before Western miliﬁary strength amassed in,
Europe poses an smmediate threat of iavasion, 2.l (2) the USSR believes

it possible to influence popular opinion to the point where the people's
attitude will be a better guarantee of protection of Soviet interests

than an agreement with the Weshern Powers..
COMVENT: As of 18 Mareh the Soviet press continued to Delittle Western
concessions and ‘to emphagize the Soviet position thate (1) fulfillment
of the Potsdem Declaration on the demilitarizmation of Germany should
occupy first place on the agenda, and (2) the subjects of German demili-
tarization and four power arms reduchion merit separate agenda points,

EASTERI FUROFE. AIBANIA. Alleged Plans for Belkan Uar Delayed, Flans
for the attack on Albamia during March or April by the "ackeyg" of the

TS "revealed" early in February by the Free Gresk Radio

may be postponed until May or June. According to

This mouthpiece or the Gominform, this atbtack and the one immediately to
follew on Bulgaria are initial strikes of the master plan of the Ameriean
imperialists who "have decided upon the well-known Churchill plen on the
attack against the Soviel Union 2t the soft belly, that is, from the

Balkans."| |

0. Farly Warning Syshem fo be Tatablighed, The US Airld and Army A
report that the Fimnish Defense Forees have placed an order with Helvar
Oy, Finland's largest radio manufacturel, for the comstruction of eleven
radar sets. It is understood that six of these sets are consigned to
the Navy and five to the Amy and Adr Force, The Navy sets will be ine
stalled at major Fimnish ports and the Army and Aiv Force sets will be

‘placed at various key points within Einlanda The radar sets werd de—

signed along the lines of the German sets used by Fianland during the war,
put with modifications, and are considered to be modern equiphent in
any standard of the Seandinavian comrdtries, The US Air Attaché comments
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that the Pinus sre expediting this pro ject inm order to preclude any

Soviet offer to furnieh Finland with Sovied redar. |
| COMMENT :
The Army Abtache prooably has the COrTect BXplanabion ior s report,

although it hss been rsperied dub nst confirmed that there was Soviet
pressure on the Finnish govermment ko build rader stations.

FINLAND, Commanist Tarty Hewpership Cards Reigsued. At a meeting on
4-5% March of the Central Committee of the Finnish Communist Party,
Chairmen Aaltonen stated that membership cards had recently been re-
issued, and that as a result 211 undesirabl: slements had been elimi-
nated from the Fﬁftya‘ , COMMENT: This
report tends to confirm the rumers that & purge ol BOL@ bLyps was in
process in the Finnich Communist Farty following the reorganization of
the leadsrship of the Communied contrelled political front, the Finnish
Peoples Democraiic Union (SKDL). These measures are probably in antici-
pation of the elections nexh July for new members %o Parliament.

announced 17 March without comment the appointuent of Vice-Mirister of
- Foreign Affaire. Stenislaw Skrzeszewski, to succeed Zygmuni Modrzelewsk]
as Minister of Foreign Affairs. The press states that Modzelewski's

[xgsignatiun wae caused by i1l health.
COMMENT: Modzelewskl un-

doubtedly has resigned for reasons ol TeaTlih. Skrzeszewskl, a pre-war
Communist, was appeinted Vice-Minister of Yoreign Affairs last 8 July.
During the war years he was in the U5SR and was & member of the Communist
dominated Committee of Polish Patriots. Following the war, he was
Ambassador to Faris, and Minister of Eduation prior to his appointment
as Vice Minister of Foreign Affairs. gkrzeszewski’s new appointment

may result in a more hostile official attitude toward the West and may
also bring about a number of personnsl changes of note within the
Ministry.

POLAND. New Minister of Foreign Affairs Appointed. The Polish press

RUMANIA. Soviet Tenks in Arad. Iarge numbers of T-34 tanks are
stationed near Arad and since J vy 81l bridges and railrosds in the

area have been heavily guarded |
| There are three new airfielde for heavy traillc. :

units 1z Arad include the 37%h or 3lst ("Lupanov?) infantry regiment
and artillery, cavalry anti-aircraft, anti-tank and air force unlts.
The Lupsnov regiment is described as "ready for combat with good norale,

] diseipline, payechelogically primed for an atback on Yugoslavia,®

COMMENT:  The presence of many

7-3L tanke in the Arad region may DS accounted for by the location in
that vieinity of a Soviet mechanized division. This Seviet divieior has
been in the area for over a year. The Bumanian 31st Infantry Regiment was
pelieved to be located in Targu Jin (150 miles southeast of Arad) in the
fall of 1950.
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YUGOSLAVIA. TYugoslavie Will to Resist Reporiedly low.

e )

and TUmors Sboub the CONCeRbtration ol Sovies GLoopE On

border have created sreat uvmrest., Families are reportedly preparing to
leave Belgrade and persons not fundamentally compromised by association
with Tite are doing their utmost to detach themselves from the regime in
the belief that the Soviete will not molest %he neutral elemsnt. The
will to resist has sleo allegedly been weakensd by the reascning of many
people that the Soviet system can be ne worse than Pite's and that in
the event of a Soviet attack the Tugeslav army will be defeated in less
time than in 1941, Many feel that $heir only hope i= Western inter-
vention which wonld either free them from bLoth the Soviet and Tite yoke
or provide them an oppertunity to escape to Western Burepe. It is also
claimed that Cominfermiste have successfully penetrated the army and the
government snd have recently received instructions to repmain passive yntil

war bresks, A US attache on

a field trip in the Vojivedina area on L2 Merch reperts that the popu-
lation freely expressed to bim their dissatisfection over conditions under
the regim@nand attributed their hardships to puor governmental management.
The attache considerstheir free speech ae evidence of either the relaxa-
‘tion of government controls or growing dissatisfactlon in the area.

| | COMMENT: The numerous recent statements by Tito
and other Tugoslav leaders regarding the threat of war have undoubtedly
caused incrsased apprehension and unrest among the Yugoslav people.
Yugoslavis® 3 econemic problems which have been heightened by the 1950 ’
crop fallure are probably adding to Yugoslav dissatisfaction with the
regime.,

I
[ the report of the US atfaché 1s the

first evidenece |wbich tends to suppert this opinien.
US officials, feod observers, and correéspondente, whe have traveled ex~
tensively in Yugoslavia in recent weeks, have otherwise noted no evidence
that the Yugoslav will to resist a Seviet attack bas seriously declined,
1f these reporits rsflect the true state of Yugoslav morale, corrsborati
reperts frog Ué efficials éh@uld be shortly %%rth@ominga T
Yugeslav-Gresk Relafions, In the past weeks Yugoslav-Greek trade
negotiations began in Belgrade for ths purpess of concluding & commercial
agreement between the two countries; a civil air agreement was signed

- establishing an air service schedule of two flights weekly between

Belzrade and Athens, a secend group of Greek children (mumbering 54)
wers repstriated under Red Cross muspices. | |

N | COMMENT: These dsvelopments in the past weeks

are indicetions of the rapidity with which Greek-Tugeslav relations aré'
at last being rormalized.
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SECTION 2 (EASTERN)

25X1X
"p®  INDIA. Armed Forces Digplav_ Interest in Bay of Bengal and Arabian Sea Basesg.
The US Army Attache, New Delhi,; has lesrned
25X1 | |the Indian Army is planning to send a small

force of engineers to Car Nicober Island (09~10N, 92-40E) to repair an
airfield and %o meintain it in reediness for use in the event of a threat

25X1 _of aggression through Burma. —rﬁ'—l 25X1
| the Indian Navy is establishing a

¥ small neval base at Port Blair (11-41N, 92-43E) in the Andamen Islands and
is investigeting Andamen eirfields. | Jon 20 Februery, 25X1
Androth Island (10=45N, 73-40E) in the Laccadive group was surveyed for
possible use as a small Indian Alr Force base. Tha Indians may take over
the Nicobar and Andemen Islands bsses from British Air Force personnel who

now maintein them on a caretaker basis. 25X1
25X1 COMMENT: This is the first intimetlon that India 1s seriously

considering the possibility of having to defend iltself egainst forelgn
sggression., It lends some credence to earlier rumers that India was
discussing mutual defense pacts which would include Burma. If the above
investigations are not heing conducted solely on the initiative of the
armed forces, they suggest that there has been a significent change of
thinking on the part of Prime Minister Nehru and his Government regarding
Chinese aggressiveness.

ne"  INDONESIA. Qil workers thresten strike. The 0il Workers Union (PERBUM)
passed a resolution on 13 March demanding that the Government withdraw
its strike ban and nullify the Round Teble Conference agreements (regulet-
ing relations between Indonesia and the Netherlands). The resolution further
stated that unless the Government reaches a settlement with the Batavia
0il Company by 25 March, the unlon's action committee will issue a gensral
strike order. Union members agresd thet in the struggle to achieve thelr
demands, they will consult SOBSI (a labor federation) and abide by its
25X1 instructions. [ | COMMENT: Although the Govern-
" ment's strike ban schieved temporary labor peace throughout Indonesia,
the pending oil strike mey signal a new veve of unrest. SOBSI, to which
PERBUM is affiliated, is the largest labor federsation in Indonesia and is
Communist-led. Demands for withdrawal of the strike ban and nullification
of the RTC agreements have been voiced frequently by both SOBSI and the
Indonesian Communist Perty.

ngw PHILIPPINES. Improved Prospects for Reform Legislation. If current reports
are true, President Quirino's Liberal Poriy hes agreed to approve electoral

reform legislation which insurgent Senate members have been demending as 25X 1
a prerequisite for their support of action on pending reform measures in
- line with ECA objectives. | | COMMENT s Quirino

forces had opposed abolition of the "bloc voting" system and other measures
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demanded ﬁy rcbml S%nauerﬂp ;earlnb that sush 1ogi slation would weaken
administration control of the electicu mayhlne*,o Administration leaders
are appargntly beginning ic heed ECA warnings that US funds now available
for emergency aid may szcon revert to the Tressury and longer range US
commibmenﬁs may not be included in the FY 52 US budget unless recommended
legislatiOn is cnaﬁtec by the Phlllppin“ Congress.

"C"

X1

i Yol T

'ﬂcll

: ; - X . - : . ’ t
AUSIRALIA, Communist-l2d Unions Fase Strike Tactics. Since the Government's
declaration that no gquarter will be given in Communist-led labor distur-

 bances, Au ralisn dockers have lifted their ban on overtime and the

miners have agreed to 1ift one-day work stoppages in New South Wales.
These decisions have also been influsnced by the threat of the moderate
Australian Council of Trade Unions that labor solidarity would be broken
unless the strikers returnsd to legal arbitration channels to settle their
disputes,, This tectical withdrawal will help to protect union interests
in the coming election since 1abor peace will generally benefit the Labor

Perty., The truce is only temporary. | | 25X1
‘COMVENT:s Australian Communists spparently Iear the prospects of isolation
in which they would be unable to combine their cbjectives with legitimate

union grieVancase

) ;Jggnvnd P“CbDSCbS for Waterfront Strike Settlement Prospmcts
! -§ QL Lhe dlsruptive weteriront dispute brightened as miners
1geration workers, who have been striking in sympathy with the
dockers, accepted preliminary Gevernment terms including adherence to the
arbitratlgn system., The Government continues to heve the support of the

public end the tacit approval of most of the trade union movement
watersiders lare becoming increasingly isclated. | 25X1

KQE@A G ‘Caunternaﬂt Fund. ECA ”inanclal authorities in Knrea have f0r~ ‘ |
warded their viers convernlng the disposition of some 100 billion South

Korean Won deposited in the ECA Cuunb rpart Fund when CINCUNC assumes

" . TOP SECRET .
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responsibility for Korean economic rehabilitation., This fund represents
a continual temptation to the ROK goverament for use in extra-budgetary
(2nd highly inflationary) expenditure. ECA/Korea recommends thet the
fund be us. ¢ Lo reduce variousa ROK overdrafts with the Bank of Korea.

| COMMENT: The Counterpart fund, into which

the ROK government peys local currency te cover cost of imported materials
and goods, hes been a major control measure in fighting rulnous inflation

in Korea.

25X1

n C"

25X1

Socisligt and Lebor Call for Communlst Nen-Aperession Pledge. At a
joint meeting on 16 March, the Japanese Socizlist Prriy and the General
Council of Japenese Labor Unions decided te ask the USSR and Communist
China to pledge publicly that they will not conduct aggression against
Japan. | | COMMENT: This unrealistlc proposal
somewhat modifies the original one made, without party sanction, by left-
wing Socialist leader Suzuki, calling for non-sggression pacts. However,
it does indicate firm leftist control, for the time being, of the Socialist
Party and the lesding anti-Communist labor federation.

<
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SECTION 3 (WESTERN)

WESTERN EUROPE., Initialing of Schuman Plan Only First Hurdle. The
dratt Schuman Plan Trealy was initTizled ¥oday by the technical dele-
gations of the six participating countries, but a number of issues
remain to be settled before it is formally SIgned by the Forelgn
Ministers., who Schuman believes can April,

| Kurt %chumachers German Socialist (SFD) leader, intends

to launch a determined campaign against ratification by the Bonn Par—
liament of the coal-steel plans, and has sta‘sd "emphatically" that
his partj "would never® approve it in its present form. He charges
that it is an "unconcealed French attempt to gain control of German
industry" and involves a Franco~-American conspiracy against German
workers, Llaison Bonn believes that Schumacheris purpose may be to
prevent SFD loss of worker support. | | COMMENT
The initialing of the treaty will have a good psychological effect

in that it deflnltely links the Federal Republi: with the West., One
fundamental issue which still must be resolved involves the political
and economic interests that will control the organs of the pool,
Schumacher's opposition to the Schuman Plan has been evident slmost
from the start, but of itself is not sufficient to cause failure of
ratification in the Bonn Parliament.,

GERMANY, East Cerman CDU Directs Unity Appeal to West German People,
The east German GDU Executive on L3 March sddressed sm open letter of
appeal to the west German people to join in all-German discussions
against remilitarization and on a peace treaty in 1951. Ih & speech
to the CDU executive, Otto Nuschke, chief of the Fast CDU, denounced
the west German Bundestag as "not the voice of Germany but the voice
of America™ and reiterated the GDR unity thesis that an all-German
government must be established by a constituent council with equal
representation from the GDR and the Federal Republic prior to the
holding of free general elections. | |
COMMENT:  Although nominally an independent political parby, the east
German CDU is simply another voice of the Communist SED, and is used
by the SED in attempts to penetrate church elements, The current
appeal is particularly directed at west German church elements,

Adenauer accuses UK, France of delaying German Arms Planb,
Tn an off=The-record discdssion, Chancellor Adenaust biamed Lhe
British as well as the French for postponement of a (erman defense
contribution, He stated that only by continued pressure could the
US hope to-integrate Germany into Western defense. Declaring that
the UK and France were susceptible to Soviet blandishments, Adenauer
claimed that a joint three-power declaration of the intention to grant
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Germany limited sovereignty {a prerequisite t- o German contribution)
had been ready for issusnce when it was turned Jdown by the UK High
Commissioner. Thereupon, according to Adenauver, German-Allied defense
negotiations shifted to matters of mincr importance,

| |GOMMEYT~ Adenauer hopes to persuade the U8 Lo pressuxe
€ British and rrench into permitting the prompt integration of Germany

- into Western defense,

GERMANY, Differences within Coalition on Co-Determination Bill. The
west German Bundestag vote on 1l March postponing action on the contro-
versial co-determination (labor participabior in management of the coal-
steel industries) bill resulted, according tc Romn sources, largely
from Chancellor Adenauver's failure to win cosalition support for the
bill, A majority of Adenauver's own Christian Democratic (CDU) faction
apparently is still seeking a compromise formula which would be ac-—
ceptable to the other two coalition parties, the Free Democrats and

the German Party. All three parties have been wnder pressure from
industrialist circles to modify the bill, to an ~rtent which would
make it unacceptable to both the trade unions &3 the opposition Social

Democrats. Adenauer may, according to US officials in Bonn, be able

to swing his own CDU faction on the strenpth of his prestige and in-
dispensability as coalition leader, COMMENT ¢
Despite Adenauver's "indispensability"; he faces a severe test in
future weeks in attempting to win coalition support not only for this

issue but for ratification of the Schuman Plzan.

ITALY, TItalian Government Emphasizes Dangerous Tmpact of Rearmsment

on Bconomic and Social GoaLS. HoLh Premier de Gasperi and Foreign
Minister Sforza, during an address to the NATO Deputies in London,
stressed the importance to Italy of preserving social and economic
reforms even under a maximum defense effort, Sforza alsco asked for

an effective public information program to strengthen popular conviction
in support of NATO objectives. Meanwhile, the Italians have restated
their intentions to meet Mediuwm Term Defense Program (MIDP) objectives
by 1952 and offered once again their idle industrial capacity for
NATO production. It appears to US observers, howeveir, that the military
units offered by Italy by June 1952 will not be fully maimed, trained,

and equipped on that date, |

|[COMMENT: Leading Govermment officials

are aware that sacrifice of even the small socisl and economic gains
effected in Italy during the post-war period to a rearmament program
would increase neutralist sentiment and aid Commmist propaganda.
Although the Government!s concern over the standard of living is
genmuine, certain Christian Democrats will use it as a temporizing
devige to avoid taking economic measures which would adversely affect
the privileged economic classes,
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ncH  TTALY, Ttalian Communist Cells in US Merchant Marine. The Office of
FWaval InfeTligence nas received iiformation bhat Gommunist cells
controlled from Ttaly exist in a number of US merchant vessels, There
have been other reports that a British Communist Party publication
has been distributed smongst Ttalian port workers to teach them how
to sabotage seafaring equipment. | | 25X1
25X1 | |GOMMENT: Dabotage ol western vessels 1s hoo
solely dirccted Irom loaly bub, like other international communist
activities, is controlled from Moscow. Despite the Italian Communists'
inability to impede maritime traffic by strikes against MDAP, their
considerable strength among port workers gives them a dangerous
potential for sabotage.

Gt NETHFRLANDS. Dutch Austerity Program. In order to implement the
decision nearly to double the defense effort, Premier Drees has an-
nounced his four-party Government's program of higher taxes, price
rises, curtailment of investment, and a resvltant cut in the standard
of living. Preliminary reports indicate that the Dubch did not find
the news as disheartening as expected. The program is expected to

obtain overwhelming support in the Second Chamber. | 25X1
25X1 [ | COMMENT: The coalibtion Government, which has more than

a two-thirds majority in Parliament, probably will have little dif-
ficulty in carrying out the measures necessary for defense. The
post-war good relations between employers and non-Communist labor can
be expected to continue, and any sporadic strikes, although Communigt=
inspired, are not likely seriously to impede the defense effort.

"BH SWITZERIAND. Swiss Recognize West German Republi¢. The Swiss Federal
Council. voted on March L6 to establish diplomatic relations with the
German Federal Republic, | |COMMENT: Recog- 25X
nition of the west German Republic 1s a reversal of Switzerland's
previous policy of attempting to aveid formal diplomatic recognition
of either of the two German governments. However, the Swiss may
consider that their recognition of Communist China, in the Soviet
bloc, balances their recognition of the west Germans, in the Western
bloc, and that therefore their neubrality is not compromised.

"Bt UNITED KINGDOM. Control of Hong Kong Exports Fxtended, The Hong Kong
Government has added 19 items to the 1ist of goods prohibited for
export without license. The additions include rubber tires and tubes,
aluminum, copper, tin plate and tin cans. The order was explained
as necessitated by an acute shortage of these materials in the British

25X1 colony. | | COMMENT: The licensing -
requirement will prevent the goods from legally reaching Communist
China from Hong Kong., As the official explanation suggests, the move
is at least partly an effort to remove handicaps placed upon local
Hong Kong industry both by restrictions laid by the US on exports to

~ TOP SECRET
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Hong Kong for lack of assurance they will not get into China, and
also by the inflationary effect of Chinese purchases. With regard
to tires;, however, the Hong Kong Government acted mainly on strategic
considerations, since this item is not in short supply there., Export
from Hong Kong to China of other items of importance, such as most
iron and steel products, remains permissible, '

UNITED KINGDOM, Serious Coal Crisis Appears Averted., The steady
increase 1n the weekly coal output during The past two months and the
effective consumption limitations, which have reduced the rate of
decline in coal stocks, have now caused British officials to believe
that a critical coal chortage will be avoided this year. They also
hope that, given favorable weather conditions, some of the curtailed
railroad services will be restored by April or May and that Britain
may be able to export a small amount of coal, | |

| COMMENT:  The successful effort to increase oubpub may

be due in part to the normal spurt of energy from the labor force
following the holiday period and to the psychological effect of having
to import coal from the US. The long—term problem of maintaining or
increasing the present level of production nevertheless remains serious.

: Anglo-Ttalian Talks Considered a Success, The British
are reported as generally agreed that The recent visit of the Italisn
Prime Minister and Foreign Minister to London was markedly successful
in accomplishing its main purpose of improving Anglo-Italian relations.

COMMENT: British satisfaction

with the Anglo-Ttalian discussions derives from the conviction that
the creation of an atmosphere of good will is a prerequisite to progress
in any future substantive discussions.
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